A FUNDAMENTAL QUESTION IN CORPORATE FINANCE IS: why firm's accounts receivable tends to be industry specific and stable over time? Decades of research has provided some interesting insights and answers why firm's industry can play an important role in the firm's decision whether to extend financing to their customers. Three large theories emerge from previous research: the comparative advantage in liquidation of the customer theory, the product quality theory, and the price discrimination theory.
While there exists several theories concerning the importance of the firm's industry in determining the firm's future accounts receivable, quantitative or empirical studies are very rare.
Traditional accounting data sources provide very little readily available information on the firm's credit terms. Consequently a handful scholars have tried to highlight the importance of trade credit terms in the firm's industry by collecting data of the firm's trade credit terms by largely using survey methodology (see Ng, Smith, and Smith (1999) ; Banerjee, Dasgupta, and Kim (2004); etc.) . Their evidence shows that accounts receivable for listed American firms is only industry-specific.
We are, of course, not the first to point to the influence of the firm's industry in determining the firm's future accounts receivable, though the focus of this paper is quite different from previous work. The goal of this paper is to provide quantitative evidence whether accounts receivable tends to be either industry or firm-specific. This paper assumes that firms are very conservative in changing their credit terms over time.
One important implication emerges from this assumption. The initial accounts receivable of the firm (i.e., the firm's accounts receivable in year 2001) should be the most important variable in explaining the heterogeneity in accounts receivable. On the contrary, Ng, Smith, and Smith (1999) questionnaire results show that a majority of firms often tend to apply the industry's trade Is accounts-receivable industry-specific or firm-specific? 4 credit terms. For example if the accounts receivable practice in the manufacturing industry is full payment within 30 days, then the lion's share of suppliers in this industry tend to give their customers a net term of 30 days. In this case the firm's accounts receivable is industry-specific.
The initial accounts receivable of the firm's industry (i.e., the average accounts receivable of the firm's industry in year 2001) should be then the most important variable in capturing the variability in accounts receivable.
The focus of this analysis is on mature private non-financial firms in Belgium. Previous literature suggests that a discrepancy between young firms and more mature firms tends to exists in the use of trade credit. Newly created firms have no well established relationships with their suppliers. Consequently their suppliers tend to extend more financing to their newly customers by which they can use to inspect the quality of the delivered goods. Young firms face high failure rates in the early years of their life. As a result banks are reluctant to provide more shortterm financing to young firms, thus, suppliers tend to provide more financing for young firms (see Wilner (2000) ; Huyghebaert (2001); and Huyghebaert (2007) ). Mature firms are well established and moreover it allows us to examine whether mature firms attach more importance to their own initial accounts receivable or the initial average accounts receivable of their industry.
Let me be careful about what we find, and about what we have little to say. The findings suggest that the initial accounts receivable of a firm is an important determinant explaining the firm's future accounts receivable. Surprisingly the initial accounts receivable of the firm's industry is not an important determinant of the firm's future accounts receivable even when we include the latter determinants in one single model. Our results are also robust for financially distressed firms. The results imply that firm's accounts receivable is firm-specific.
Is accounts-receivable industry-specific or firm-specific? 5 A large part of the variation of the future accounts receivable tends to be captured by the initial accounts receivable of the firm. The initial firm's accounts receivable variable is basically time-invariant. Previous studies do not shed light on the possible influence of time-invariant factors on accounts receivable. We find that traditional variables capture very little of the accounts receivable variation or heterogeneity.
Next we check if our key findings are robust for other European Countries such as Sweden, Finland, The United Kingdom, France, Portugal, Italy, Greece, and the Czech Republic. For example firms tend to attach more importance to their initial accounts receivable than the initial average accounts receivable of the firm's industry in determining their future optimal trade credit terms irrespective to the country in which the firm is located.
We also examine how much of the variation in the accounts receivable variable is captured by the traditional variables for each of these countries separately. For example the initial firm's accounts receivable captures less than 50.00 % of the variation in accounts receivable for firms in countries such as Finland, The Czech Republic or Greece. This finding indicates that accounts receivable is neither firm-specific or industry-specific in the latter countries.
Lastly, we turn to the question: "What explains the inertia in firm's accounts receivable?".
Our research contributes to the trade credit literature in several important ways. This paper is the first that validate the notion that firm's accounts receivable tend to be industry specific for private non-financial European firms. Second we show that firm's accounts receivable do not tend to be industry-specific in Belgium. Mature firms do not tend to attach much importance to the average accounts receivable of firm's industry in 2001 even after controlling for industry effects. The variable initial average accounts receivable of the firm's industry is not the single most important variable in explaining the firm's future accounts receivable. Third we quantify Is accounts-receivable industry-specific or firm-specific? 6 the importance of the variables suggested by Petersen and Rajan (1997) and frequently used in many previous accounts receivable studies. Traditional variables do not capture much of the variation in the accounts receivable when we include the firm's initial accounts receivable.
Finally we provide insights why this inertia in firm's accounts receivable exists. We find that the accounts receivable of the firm in 2001 has a strong increasing effect on accounts receivable when the firm has more access to short-term financing. It seems that firms do not change their trade credit terms in case they have more access to short-term financing. Similar trends are observed for firms in Finland, Sweden, France or in Greece.
The remainder of this paper is organized as follows. In Section 1, we retrieve the basic theories that explain why firms tend to extend trade credit to their customers with a particular focus on the importance of the firm's industry. Section 2 discusses the data and sample selection.
Section 3 examines whether trade credit receivable is firm-specific or industry-specific. Section 4 investigates how much of the variation in accounts receivable is captured by traditional variables. We examine if our findings are robust for firms in other European countries such as Sweden, Finland, The United Kingdom, France, Portugal, Greece, Italy and the Czech Republic in Section 5. We explain the inertia in accounts receivable in Section 6. We conclude in Section 7.
Review of Related Theory
Since this paper will address the importance of the notion that firm's receivable tends to be industry-specific, we will begin by retrieving the basic theories that explain why firms tend to extend trade credit to their customers with a particular focus on the importance of the accounts receivable in the firm's industry. In essence three theories exist that explains why firms offer
Is accounts-receivable industry-specific or firm-specific? 7 financing to their customers: comparative advantage in liquidation of the customer theory, product quality theory, and the price discrimination theory.
The first theory argues that suppliers tend to extend trade credit to their customers in circumstances where there is an easier resale of the product being sold, since this will allow the supplier to seize and resell their products in case their customer defaults (Fisman and Love (2003) ). The possibility for product resale is largely determined by the firm and industry characteristics. 3 For example suppliers of office chairs are able to switch customers much easier in case one of their customers default compared to the retailing market. One way a supplier can prevent a possible default of his customer is to collect all the available information of the credit worthiness of their customer. This is especially the case when the firm is financially distressed.
Financially distressed debtors with high degree of market power will press their suppliers to provide free trade credit. This is especially the case in the retailing and manufacturing industry. Preve (2004) shows that suppliers tend to extend trade credit to their financially distressed customers in order to retain their market share. Furthermore suppliers may want to build strong long-term relationships with distressed customers. Leyman, Schoors and Coussement (2008) show that suppliers are willing to provide additional credit in order to increase the probability that the distressed firm will survive (for example the automotive industry). On the contrary principal customers may mitigate the financial distress costs of their suppliers by paying more promptly in order to protect their long-term relationship with their suppliers (Banerjee, Dasgupta, and Kim (2004) ).
3 Several organizational and financial structures exist to manage the firm's accounts receivable. In essence eight different accounts receivable policies exist: general corporate credit, accounts receivable secured debt, captive finance subsidiary, use of a credit information firm, use of a credit collection agency, use of a credit insurance company, non-recourse factoring, and recourse factoring. Many firms actively manage their accounts receivable to minimize their default risk. Whether a firm uses factoring, credit insurance, secured financing to manage its accounts receivable will have a very important effect on the level of financing provided to the customer by their suppliers. For example credit insurance removes the risk of default by removing the accounts receivable from the firm's ledger. However, we have no data that can shed light on which accounts receivable policy is applied by the suppliers. See Mian and Smith (1992) for a review of the different accounts receivable management policies.
8
We distinguish between secured and unsecured trade credit. In case of unsecured trade credit, the supplier will probably lose all his proceeds from sales in case the suppliers are not able to switch customer easier. On the contrary the suppliers can recover a large part of his sales proceeds by acquiring the collateral pledged by the debtor in case of secured trade credit. Next we can also classify customer as risk neutral or more risky customers. Meyers (1977) shows that banks often are reluctant to rewrite the debt contract to insure that the firm will follow an optimal installment plan. The cost of writing and enforcing would be large, and as a result the banks will charge a higher interest rate. This is especially the case for riskier customers. Subsequently riskier customers tend to have a preference for trade credit above bank loans because trade credit is much cheaper.
As mentioned suppliers are willing to provide additional financing to the riskier debtors because they may have a long-term interest in the survival of the debtor's firm. This is particularly true if the supplier has no potential substitutes for this customer (Petersen and Rajan (1997) ). If trade credit is more expensive than short-term bank loans, then suppliers tend to follow a less severe liquidation policy when firms are financially distressed (Huyghebaert, Van De Gucht, and Van Hulle (2007) ). As a consequence, suppliers are more reluctant to renegotiate the outstanding amount of financing to their customers. Moreover they would even provide additional financing to their customers. On the contrary banks would rather liquidate the company then renegotiating the existing credit terms with their customers.
The ability of the supplier to seize and resell their products in case their customer defaults also depends on the country customer payment risk, the pursuit of trade credit terms by the firm's customers, the legal and the financial system of a country. For example a low customer payment risk is found in the Northern European Region (Sweden, Finland, Norway and Is accounts-receivable industry-specific or firm-specific? 9 Denmark). The medium customer payment risk is found in the Benelux countries (Belgium, The Netherlands and France) and the highest risk is found European Mediterranean Region (Portugal, Greece, Cyprus, Spain and Italy) (European Payment Index 2011, Intrum Justitia) . 4 Larger credit terms are offered in the European Mediterranean Region in comparison with the Northern European Region (Garcia-Turel and Martinez-Solana (2010)). We would expect that suppliers in countries with low customer payment risk will fall back on the receivable practice in their industry. On the contrary suppliers in high customer risk countries such as Greece will fall back on their own receivable. This would allow the supplier to minimize the potential payment losses.
Suppliers do bear in mind that additional sales are needed to cover those payment losses. As mentioned the state of the country's legal institutions plays a crucial role in the suppliers decision to whether extent trade credit to their customers. For example customers tend to use more trade credit relative to bank credit when the creditor protection is weak and the country's legal institutions are worse (see Brennan, Mikisimovic, and Zechner (1988) ; and Burkart and Ellingsen (2004) ). The existence of either a bank-oriented (for example: Continental European countries and China) or a market-oriented financial system (for example: United States of America, the United Kingdom, and Canada) influences the customer's use of trade credit (Schmidt and Tyrell (1997) ). Demirguc-Kunt and Maksimovic (2001) find that both the country's banking system and the country's legal system can predict how much trade credit will be extended to the customers by their suppliers. Their evidence suggests that customer's use of bank debt relative to trade credit is lower in countries with inefficient legal system (for example:
Pakistan, Brazil, Peru, Argentina, and Mexico).
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The product quality theory describes why suppliers tend to offer more financing to their customer in certain industries. Some customers in industries such as high-tech industries are not willing to pay cash on delivery because they need time to assess the quality of the delivered products. As a result the supplier will extend trade credit to their customer in order to assess the quality of the products (see Fisman and Love (2003) and Long, Malitz, and Ravid (1993) ).
The final theory posits that trade credit is used by suppliers to distinguish between poor or high credit quality customers. Initially suppliers would like to use different selling prices in order to identify the low or high credit quality customers, however this practice is often prohibit by law. For example some practices of price discrimination are not allowed in the European Union according Article 82 of the Common Market Treaty. 5 The use of trade credit by the supplier to group customers in poor or high credit quality customers depends to a great extent of the charged interest rate on short-term bank loans. High credit quality customers are able to borrow cheaply because they have a lower default risk. As a result they prefer short-term financing by financial institutions. On the contrary low credit quality customers are not able to borrow cheaply. As a result they will prefer to receive financing from their customers. Suppliers will sell more of their goods to their customers in case they have higher profit margins or they can borrow cheaply (see Petersen and Rajan (1997) and Banerjee, Dasgupta, and Kim (2004) ). Petersen and Rajan (1997) show that sellers make occasional strategic use of trade credit to price discriminate among their buyers, credit terms tend to be industry-specific.
In general the firm's industry plays a crucial role in determining the firm's future receivable.
Ng, Smith, and Smith (1999) find wide variation across industries for American listed firms in 5 In general, several conditions has to be met before price discrimination can occur in the European Union: (1) a firms must have some market power; (2) the firm must have the ability to sort consumers depending on their willingness to pay for each unit; and finally the firm must be able to present or limit the resale of the goods or services in question by consumers paying the lower price to those who pay the higher selling price. See Geradin and Petit (2007) for an in-depth discussion of the price discrimination practice under the EC Competition Law. credit terms, but little variation within industries. Their findings implicitly indicate that the initial use of receivable of the firm's industry should be an important element in determining the future firm's receivable. Furthermore suppliers in high customer payment risk countries will tend to rely more on their own initial receivable rather than the initial receivable of their industry to minimize the risk of payment loss. If Ng, Smith, and Smith (1999) findings are valid, then we would expect that the firm's receivable is industry specific. As a consequence the initial average receivable of the firm's industry is the single most important variable in capturing the heterogeneity in accounts receivable. On the contrary if accounts receivable is not industry specific, then we examine if accounts receivable is firm specific and stable over time. The purpose of this paper is to provide quantitative evidence whether firm's accounts receivable is industry or firm-specific. acquired by other firms, firms in a legal reorganization procedure, and firms in a bankruptcy procedure.
Data and Sample selection
We examine the effect of both the initial receivable of firms and the receivable of the firm's industry on the future firm's receivable. Newly created firms have no well established relationships with their suppliers. Consequently their suppliers tend to extend more financing to their newly customers by which they can use to inspect the quality of the delivered goods. Young firms face high failure rates in the early years of their life. As a result banks are reluctant to provide more short-term financing to young firms, thus, suppliers tend to provide more financing for young firms (see Wilner (2000) ; Huyghebaert (2001) ; and Huyghebaert (2007) principles are comparable to those of the Anglo-Saxon countries (Huyghebaert (2006) ). We require that the firm's fiscal year should begin at January, 1 and it ends at December, 31 for
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13 every year in the sample. Full unconsolidated annual accounts should be available for each firm and for every fiscal year in my sample. One advantage of this type of annual account is that it provides more detailed financial information of the firm. Previous studies have used the ratio short-term receivable to sales as a dependent variable (see Petersen and Rajan (1997) ; Kohler, Britton, and Yates (2000) ; Atanasova (2003) , Delannay and Weil (2004) ; Love, Preve, and Sarria-Allenda (2005); and Garcia-Tureel, P.J. and Martinez-Solano (2010)). We define the dependent variable as the ratio of the sum of short-term and long-term accounts receivable to sales. This allows us to provide a more detailed view on the firm's receivable over time. As a result my unbalanced panel set contains 8,296 firms.
As mentioned the dependent variable for our basis specification model is the ratio of the sum of short-term and long-term accounts receivable to sales. To ensure the robustness of our results, we examine the distribution of our determinants and remove extreme values. The data is trimmed at the upper and lower five-percentiles to mitigate the effect of outliers.
To check the robustness of our main results we separately compose a new sample of private (2007)). The construction of all the variables used in this paper is detailed in Appendix 2. Average annual sales growth has been 11.81 %.
[Insert Table 1 about here]
At this point, we merely want to note that these summary statistics for all of our firms in Table 1 are broadly consistent with those found in previous studies on accounts receivable.
Is accounts receivable firm-specific?
An important implication of Ng, Smith, and Smith (1999) study is that American listed firms tend to be very conservative in changing their own trade credit terms respective to their own industry. Furthermore accounts receivable is largely sectorial driven. If this is the case, then firms tend to rely more on the average accounts receivable of the firm's industry in year t 0 (i.e., year 2001) in determining their own trade credit terms. Thus accounts receivable is industryspecific. Otherwise each firm individually determines their own trade credit terms irrespective of their own industry, and thus firm's receivable is firm-specific. We estimate the following regression with dependent variable accounts receivable to sales:
Accounts_Receivable it = α+ βX it + γAccounts_Receivable i0 + γMean_Industry_Accounts_Receivable i0
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where i indexes firms, t indexes years, X is a set of control variables. The control variables evaluate the importance of firm's initial customer credit conditions relative to those of near period determinants. We incorporate a set of traditional determinants suggested by Petersen and Rajan (1997) . These determinants are used in many other studies on accounts receivable (see Choi & Kim (2003) ; Banerjee & Kim (2004) ; Blasio (2005); etc.). Accounts_Receivable i0 is firm i's initial of accounts receivable, which we proxy for with the first nonmissing value for accounts receivable. Mean_industry_Accounts_Receivable i0 is firm's industry average accounts receivables, v is a year fixed effect; and ε is the random error term assumed to be possibly heteroskedastic. The coefficient of interest is γ. The coefficient γ measures the importance of firm's initial accounts receivable (or the firm's industry average accounts receivable) in determining future values of accounts receivable. Furthermore, this coefficient estimates the average account receivable differences across firms over time. We drop the first observation for each firm from the regression in order to avoid an identity of the initial firm's receivable at time zero (Lemmon, Roberts and Zender (2008) ). The results from estimating equation (1) are presented in Table 2 . Table 2 presents the results using the full sample of firms. Each coefficient is scaled with the corresponding variable's standard deviation, thus, each reported variable estimate in Table 2 relate to one-standard deviation change in X (Lemmon, Roberts, and Zender (2008) ).
The key finding of Table 2 is that the initial receivable of a firm is a very important determinant in explaining the firm's future receivable for the sample of all firms. Surprisingly the initial average receivable of the firm's industry is not an important determinant in explaining the firm's future receivable. Thus, accounts receivable tends to be firm-specific.
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The first model specification in Table 2 (2) and (4), even when the traditional variables and the minimum, average and maximum receivable of the firm's industry are included.
The two most important traditional variables in explaining the firm's future receivable are LNTOTALASSETS and GROSSMARGINS (see Table 2 , column 2). LNTOTALASSETS is a proxy for the credit worthiness of a firm. Larger and more mature firms tend to extend more credit to their customers even they have higher cash flows (CASHFLOW) and have fewer growth opportunities (GROSSMARGIN).
We use CASHFLOW as a proxy for the firm's capacity to generate internal cash. The results imply a positive association between CASHFLOW and the dependent variable. It seems that firms with more internal cash tend to offer more credit to their customers. On the contrary profitable firms tend to extend less credit to their customers. The coefficient of GROSSMARGIN variable is economically very large. It seems that suppliers tend to compensate a loss in sales by extending more credit to their customers in the specifications (2), (4), (6), (7), (9), (11) and (13).
The price discrimination theory argues that trade credit should be positively correlated to the firm's gross profit margin. The reasoning is that firms will sell more in case they have a larger gross profit margin, even if they have to finance an additional unit (Petersen and Rajan (1997) ).
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Inconsistent with this theory, we find a negative association between accounts receivable and GROSS (see Table 2 , columns 2, 4, 6, 7, 9, 11 and 13).
Results from model specification (2) and (4) Interestingly the economic importance of the initial accounts receivable of the firm's industry is negligible in determining the firm's future accounts receivable in models (8) to (13). Thus large and more mature firms do not tend to attach much importance to the past trade credit terms in their own industry in determining their future trade credit terms. It seems that more mature private Belgian firms have already established their own optimal trade credit terms and are not likely to pay much more attention to their past trade credit terms of their industry.
We have to recognize the dangers of already drawing strong conclusions because almost all the firms in our primary sample are mature firms. Nevertheless, the evidence provide insights
18 that the firm's initial accounts receivable tends to be the single most important determinant of the firm's future accounts receivable even after controlling for sectorial effects, the firm's initial accounts payable, and the initial receivable of the firm's industry. 6 For robustness, we also performed additional regressions on a sample of financially distressed firms (unreported). These regressions reveal that these firms tend to attach even more importance to their initial accounts receivable in determining their own future trade credit terms.
[Insert Table 2 about here]
The impact of traditional variables on accounts receivable
We examine the relative importance of the traditional determinants in capturing the accounts receivable variation or heterogeneity. A parametric framework (ANCOVA) is used to decompose the variation in accounts receivable. We estimate the next model:
where Accounts_Receivable i0 is firm i's initial accounts receivable, which we proxy for the first nonmissing value for accounts receivable, v is a year fixed effect; λ is an industry fixed effect, and X is a set of control variables. Mean_Industry_Accounts_Receivable i0 is the initial average accounts receivable of the firm's industry. We incorporate a set of traditional lagged control variables suggested by Petersen and Rajan (1997) . Table 3 presents the results of the variance decomposition analysis for the full sample of firms. Each column in the Table belongs to a different model specification. We are able to clarify the implications of the results of the variance decomposition analysis of accounts receivable. First, the results shown in Table 3 reinforces our suspicion that a large part of the total variation in accounts receivable is caused by the firm's initial accounts receivable (see Table 3 In sum, the variation or the heterogeneity in the firm's accounts receivable is largely crosssectional driven opposed to time-series driven. 8 Accounts receivable tend to be firm-specific.
[Insert Table 3 about here]
Robustness checks

Is Accounts receivable firm specific or industry specific: evidence from other European countries
Before drawing strong conclusion from this exercise, we have to check if our findings are robust for private non-financial firms in other European countries. As mentioned in the literature review section the ability of the supplier to extend credit to their customer also depends on the country's customer payment risk, the pursuit of trade credit terms by the firm's customers, the legal and a financial system of a country. We use 8 different measures about the country's legal system in order to select eligible countries for the robustness checks. Additionally countries are 7 In unreported analysis we repeat this exercise for firms at sectorial level. Again heterogeneity in receivable is largely cross-sectional driven opposed to time-series driven. 8 In unreported results we examine the methodological implications of our findings. A common used estimation methodology in previous studies on accounts receivable is the Pooled OLS regression estimation methodology. The Pooled OLS regression ignores firm-specific effects and serial correlation in the standard errors structure. The Panel OLS includes firm-specific effects, and it takes into consideration the likely serially correlated standard errors. There is a no confirmation of the possible presence of serial correlated errors for the full sample of firms. We also observe average changes of the coefficients moving from the Pooled OLS regressions to the Firm Fixed Effects regressions. We estimate the following regression:
Accounts_Receivable it = α+ βX it + γAccounts_Receivable i0 + γMean_industry_Accounts_Receivable i0 (4) where i indexes firms, t indexes years, X is a set of control variables. The control variables evaluate the importance of firm's initial customer credit conditions relative to those of near period determinants. We incorporate a set of traditional determinants suggested by Petersen and Rajan (1997) . Accounts_Receivable i0 is firm i's initial accounts receivable, which we proxy for with the first nonmissing value for accounts receivable. Mean_industry_Accounts_Receivable i0 is firm's industry average accounts receivables, v is a year fixed effect; and ε is the random error term assumed to be possibly heteroskedastic. Differently from our initial definition of Account_Receivable, we define Accounts_Receivable as the ratio of short-term accounts receivable to sales. This is mainly due to the limitation of detailed financial information of nonfinancial private firms in 8 European countries provided by the Amadeus database. The results from estimating equation (4) are presented in Table 4 9 . Consistent with the estimation methodology applied in Section 3 each coefficient is scaled with the corresponding variable's 9 We have reestimated all the models of Table 2 using the full sample of firms for the eight European Countries separately. The results are available upon request.
Is accounts-receivable industry-specific or firm-specific? 22 standard deviation. As a result each reported variable estimate in Table 4 relates to one-standard deviation change in X.
The key finding of Table 4 (see model 2) is that firms tend to attach more importance to their initial accounts receivable than the initial average accounts receivable of the firm's industry in determining their future accounts receivable irrespective to the country in which a firm is located. The most important traditional variable for firms in countries with low customer payment risk is LOAN. It seems that suppliers tend to extend more credit to their customers in case they receive more external short-term financing. On the contrary the most important traditional variable for firms in countries with high customer payment risk is LNTOTALASSETS. For example one-standard deviation change in the LNTOTALASSETS corresponds to an average change of 74.19 % in the firm's future accounts receivable in the Czech Republic.
The impact of traditional variables on trade credit receivable: Evidence from European countries
We want to understand if the results of the variance decomposition analysis of Belgian nonfinancial private firms hold in other European countries. We estimate the following ANCOVA model:
Accounts_Receivable it = α+ βX it + Accounts_Receivable i0 + Mean_Industry_Accounts_Receivable i0 + ν t + λ t + ε it . (5) where Accounts_Receivable i0 is firm i's initial accounts receivable, which we proxy for the first nonmissing value for accounts receivable, v is a year fixed effect; λ is an industry fixed effect, and X is a set of control variables. Mean_Industry_Accounts_Receivable i0 is the initial receivable of the firm's industry. We incorporate a set of traditional lagged control variables Is accounts-receivable industry-specific or firm-specific? 23 suggested by Petersen and Rajan (1997) . Table 5 presents the results of the variance decomposition analysis for firms in eight different European Countries.
The key finding of this Table is that more than half of the variation in accounts receivable is explained by the firm's initial accounts receivable for firms in Sweden, The United Kingdom, France, Italy or in Portugal. As a results, accounts receivable is firm-specific for firms in Sweden, The United Kingdom, France, Italy and Portugal. Receivable is neither firm-specific or industry-specific for firms in Finland, Czech Republic and Greece.
Interestingly we get a clear picture of the single most important traditional variable in capturing the heterogeneity in accounts receivable for countries with low customer payment risk such as Sweden and Finland. It seems that firms tend to finance their extension of trade credit to their customer in case they have more access to short-term external financing. However, we get a distorted view on the single most important traditional variable for firms in countries with a high customer payment risk (such as Italy, Czech Republic, Greece or in Portugal). For example the single most important traditional variable in explaining the receivable heterogeneity for Italian (Greek) firms is GROSSMARGIN (LOAN).
[Insert Table 6 about here]
What explains the inertia in firm's accounts receivable?
The results from the variance decomposition analysis for Belgian non-financial private firms show that accounts receivable tends to be firm-specific (see Section 4). where Accounts_Receivable i0 is firm i's initial accounts receivable, which we proxy for with the first nonmissing value for accounts receivable 10 , v is a year fixed effect; λ is interaction term, and X is a set of control variables. We incorporate a set of traditional lagged control variables suggested by Petersen and Rajan (1997) . Table 6 presents the results from estimation equation (6). Each coefficient is scaled with the corresponding variable's standard deviation, thus, each reported variable estimate in Table 6 relates to one-standard deviation change in X (Lemmon, Roberts, and Zender (2008) (Brambor, Clark, and Golder (2006) ). Interestingly we observe that the firm's initial accounts receivable have a strong increasing effect on account receivable when the firm gets more short-term financing (i.e. LOAN). It seems that firms do not tend to provide more financing to their customers in case these firms use more short-term financing. Similar trends are observed for firms in Finland, Sweden, France or in Greece. 11 The results in Table 7 (column 2) for Belgian non-financial firms indicate that the firm's initial accounts receivable has a positive significant increasing effect on our dependent variable accounts receivable when the firm's size increases (positive coefficient of INITIAL_ACCOUNTS_RECEIVABLE).
12 A detailed overview of the marginal effects of changes in INITIAL_ACCOUNTS_RECEIVABLE on the most important traditional variable per country is given in Appendix 5.
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In sum, we are able to explain the inertia in accounts receivable by interacting the firm's initial accounts receivable with the single most important traditional variable.
[Insert Table 7 about here]
Concluding Remarks
We began our empirical investigation by emphasizing the economic importance of both the firm's initial accounts receivable and the initial average accounts receivable of the firm's industry in determining the firm's future accounts receivable.
We find that the initial firm's accounts receivable is the single most important determinant in explaining the future accounts receivable for non-financial private Belgian firms even after controlling for industry effects. This finding is inconsistent with the notion that accounts receivable tends to be industry-specific. Similar results are found for firms in Sweden, The United Kingdom, France, Italy or Portugal. Accounts receivable do not tend to be either industry-specific or firm-specific for firms in Finland, the Czech Republic or Greece.
Firms in European countries where accounts receivable is firm-specific (such as Sweden, The United Kingdom, France, Italy, Belgium and Portugal) differ from each other in explaining the existing inertia in accounts receivable. For example the firm's initial accounts receivable has a strong decreasing effect on accounts receivable when their customers receive more time from their suppliers to check the quality of the delivered products in Portugal. On the contrary, firm's initial accounts receivable has a strong increasing effect on accounts receivable when the firms gets more short-term financing in Sweden, Belgium, France or Greece.
Previous research has provided insights in the existing interactions between accounts payable and accounts receivable. In essence, firms tend to extend more financing to their customers in case firms receive more financing from their suppliers. However, our results indicate that firms Is accounts-receivable industry-specific or firm-specific? 27 tend to offer the same trade credit terms over time in case suppliers receive more short-term financing. We think more work is needed to explain this interactions between accounts payable and accounts receivable. In line with this recommendation we also argue to examine whether accounts payable is either firm-specific or industry-specific. Nevertheless, our paper provides clear insights on the possible persistence of accounts receivable over time for firms in 9 different European countries. 10=strong) 8,00 7,00 6,43 10,00 7,00 3,00 6,43 4,00 3,00
Depth of credit information index (0=low to 6=high) 4,00 4,00 4,00 6,00 4,00 5,14 5,00 4,43 4,00
Extent of director liability index (0 to 10) 4,00 4,00 1,00 7,00 6,00 4,00 5,00 3,57 5,00
Extent of disclosure index (0 to 10) 6,00 6,00 10,00 10,00 8,00 7,00 2,00 1,00 6,00 The sample consists of all non-financial firms in the BELFIRST database from 2001 to 2008. Table 2 shows the parameter estimates that are scaled by the standard deviation of the underlying variable on several different model specifications. The interpretation of each measure is the change in accounts receivable associated with one-standard deviation change in the determinant (Lemmon, Roberts, and Zender (2008) ). Table 2 presents results using the full sample (e.g., all firms). Year Fixed effects denote whether year fixed effects are included in the Panel OLS regressions. For brevity, we do not present the coefficients of the year dummies. T-statistics (Z-statistics) are computed using the standard errors robust to heteroskedasticity. T-statistics (Z-statistics) are in parentheses. Furthermore, we present the R² overall and the number of firm observations. All variables are trimmed at the upper and lower 5-percentiles. *, **, and *** denote significance at the 10 %, 5 %, and 1% levels, respectively. Variable definitions are provided in Appendix 1. The reference category for the sector dummies in model specification (7) Table, excluding the last three rows, correspond to the fraction of the total Type III partial sum of squares for each model. We divide the partial sum for each effect by the cumulative partial sum of squares across all the effects in a particular model specification. Consequently, the total of each column is one. We have applied this technique for because we are confronted with an unbalanced data and therefore the number of observations corresponding to each effect is not the same in the different model specification (Lemmon, Roberts, and Zender (2008) ).The interpretation of the values in this Table for the levels of accounts receivables is as follows: model specification (9), 50.59 % of the explained sum of squares is captured by the included covariates in model (9) is related to LOAN. The last row of Table 3 presents the adjusted R² corresponding to each specification. All variables are trimmed at the upper and lower five-percentiles. Year FE are calendar year fixed effects. Industry Fixed effects are 1-NACE2008 industry dummies.
(1) 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 1,0000 (Lemmon, Roberts, and Zender (2008) ). Year Fixed effects denote whether year fixed effects are included in the Panel OLS regressions. For brevity, we do not present the coefficients of the year dummies. T-statistics (Z-statistics) are computed using the standard errors robust to heteroskedasticity. T-statistics (Z-statistics) are in parentheses. Furthermore, we present the R² overall and the number of firm observations.. The reference category sector for private firms in Finland, Sweden, France, Italy or Greece is sector 3. The reference category sector for private firms in the United Kingdom, Portugal or Czech Republic is sector 1. All variables are trimmed at the upper and lower 5-percentiles. *, **, and *** denote significance at the 10 %, 5 %, and 1% levels, respectively. Table, excluding the last three rows, correspond to the fraction of the total Type III partial sum of squares of the model specification. We divide the partial sum for each effect by the cumulative partial sum of squares across all the effects in a particular model specification. Consequently, the total of each column is one. We have applied this technique for because we are confronted with an unbalanced data and therefore the number of observations corresponding to each effect is not the same in the different model specification. The interpretation of the values in this For brevity, we do not present the coefficients of the year dummies. T-statistics (Z-statistics) are computed using the standard errors robust to heteroskedasticity. T-statistics (Z-statistics) are in parentheses. Furthermore, we present the R² overall and the number of firm observations. All variables are trimmed at the upper and lower 5-percentiles. *, **, and *** denote significance at the 10 %, 5 %, and 1% levels, respectively. Variable definitions are provided in Appendix 2. 
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